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OFFICE OF MANAGEMENT AND BUDGET
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" OFFICE OF FEDERAL

PROCUREMENT POLICY o ~ : V_ , '
, ' ~ AUG 13 1981

POLICY LETTER 81-1 | .
TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

SUBJECT: Procurement Procedures, Advance Procurement Planning, and
Review of End-of-Year Purchases ‘

It is the responsibility of the head of each agency to assure efficient and
economical procurement. Consistent with that responsibility is an obligation to
reduce wasteful practices resulting from hurried or unnecessary end-of-year
procurement. In carrying out these responsibilities, the Head of each Executive
Department or Establishrnent shail establish the following management controls:

1. Procurement procedures providing lead time and cut-off dates.
Each agency shall develop procedures that allow sufficient lead time
to prepare solicitations, obtain and evaluate bids or proposals, audit,
negotiate, and make contract awards in an orderly manner. The
procedures shall specify the lead time required and establish firm
cut-off dates for submission to procurement offices of requests for .
contract action to be completed by the end of a fiscal year. The
lead times and cut-off dates may vary with the type of contract®
action and dollar thresholds. Exceptions to the lead time and cut-
off date procedures should be kept to a minimum and approved only

under extraordinary circumstances.

2. Advance ProcuremehtPlannigg.v Agencies shall issue procedures
that require an Advance Procurement Planning System (APP) for
each activity. The procedures shall include: '

—

Establishment of a specific threshold above which
procurements are to be considered major; e

— Development and maintenance of an advance procurement
plan to cover major procurement requirements and other
requirements with high waste vulnerability, such as
consulting services, certain equipment, periodicals,
pamphlets, or audiovisual products. The plan should be
developed well in advance of the fiscal year in which the

acquisition will be made;
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— Flexnbmty to a_Uow revisions to the pian, but only to
reflect budget changes, emergencies, and. "changes in
:program dxrectxon, . :

— Procurement planmng that begms concurrently with thet
- agency budget process; :

— A requirement that needs are specxfxed in a form that'
© permits eﬁectxve compentzon and innovation; = {

. — A means to resolve dxsagreements between procurement
t _and pro;ect ofﬁces, ‘

— ' Close control of major and high waste vulnerabxhty
" 'purchases to assure that they are consxstent w1th the
e advance procurernent plan, and .. b

— An ongoing program to assess the appropnateness of the '
- . - methods . used to satisfy needs, including cost
oo ’ "'effectxveness, whether gold-plating will result and life
S cycle costmg, where appropnate. :

3. ' Review procedures for the last quarter spending. Each agency shall
develop review procedures that require: (a) close control of
purchases made in the last quarter to assure that they are consistent
with the advance procurement plan, (b) reevaluation of the need for

- purchases made in the last quarter, (c) good procurement practice:
" and accountability to assure that contracts are awarded only if -
prices are reasonable, and (d) award of contracts on the basis of
competition unless award on some other basis is sxgmﬁcantly to the

advantage of the agency.

4. Contract Acnon Log. Each procuring activity shall keep a log of
major or high waste vulnerability contract actions.

Within 60 days after the effective date of this letter the head of each agency shall
report to OFPP the action taken to implement the provisions of this Policy Letter.
The report shall describe the advance procurement planning process, the
procedures to require lead time and cut-off dates, the review procedures, and the

implementation of the contract log.

For further information with respect to this policy directive, contact Mr. Jack
Nadol, Assistant Administrator for Procurement Practices, telephone 395-3455.

EFFECTIVE DATE: This Policy Letter is effective August 28, 1931.

CONCURRENCE: This letter has been concurred in by the Director of OMB.
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Don . Sowle
Adrginistrator




